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December 3, 2010
Honorable Mayor, Members of the Council, and Gilbert Citizens:

| am pleased to submit to you the Comprehensive Annual Financial Report (CAFR) for the Town of
Gilbert (Gilbert), for the fiscal year ended June 30, 2010. State law (Arizona Revised Statutes §9-481)
requires that local governments publish a complete set of audited financial statements within six months
of the close of each fiscal year.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any
significant misstatements.

Heinfeld, Meech & Company, a firm of licensed certified public accountants, has issued an unqualified
opinion on Gilbert's financial statements for the year ended June 30, 2010. The independent auditors’
report is located in the Financial Section of this report.

This letter of transmittal is designed to complement Management’s Discussion and Analysis (MD&A) and
should be read in conjunction with it. The MD&A can be found in the Financial Section of this report.

GILBERT PROFILE
Governmental Structure

Gilbert is an Arizona Municipal Corporation, operating as a general law community as prescribed in the
Arizona Revised Statutes. Gilbert was incorporated July 6, 1920, and operates under the Council-
Manager form of government. The Mayor is a member of the Council and is elected by the voters for a
four-year term. Six additional council members are elected at large to staggered four-year terms.

The Mayor is the chief executive officer and chairperson of the Council. The Town Manager (Manager) is
appointed by the Council and serves as the chief administrative officer. During fiscal year 2010, the
Manager administered Gilbert's operations through a staff of 1,187 full time equivalent positions.

Gilbert provides or administers a full range of services including police and fire protection, development
services, public works (water, wastewater, solid waste, streets), and community services (parks,
recreation, libraries, culture and arts, social services). Transit and “dial-a-ride” services are provided
through an intergovernmental agreement with the Regional Public Transportation Authority. Library
services, incarceration and animal control are provided through intergovernmental agreements with
Maricopa County. Gilbert also has a Riparian Institute which provides educational and recreational
experiences at the Riparian Preserve, which is one of Gilbert’s three reclaimed water recharge facilities.
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Geography and Population

Gilbert is located in the southeastern section of the greater Phoenix metropolitan area in Maricopa
County, bounded on the north and east by the City of Mesa, on the west by the City of Chandler, on the
southeast by the Town of Queen Creek, and on the south by the Gila River Indian Community. Gilbert
has a planning area of 73 square miles. The most recent estimate of population as of July 1, 2010, was
221,787 (this estimate is from the Development Services Department), an increase of 2% from fiscal year
2009. The following graph depicts the ten-year population trend for Gilbert.
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FACTORS AFFECTING FINANCIAL CONDITION
Growth and Construction

Economic growth in fiscal year 2010 increased slightly from fiscal year 2009. There were 1,427 new
residential permits and 147 commercial permits issued. The total value of all new construction, including
commercial, was $324 million, up from $266 million in fiscal year 2009, but down significantly from over
$1 billion in each of the peak growth years of 2004 and 2005.

System Development Fees (SDF’'s) are collected for capital needs related to growth in the community.
The Council has adopted SDF's for police, fire, general government, traffic signals, parks and recreation,
water resources, water, and wastewater. The fees are based on build-out system requirements to serve
the projected population and land uses. During fiscal year 2010, a total of $31.5 million was collected in
SDF's compared to $22.8 million in fiscal year 2009.

Economic Development

Gilbert is home to 17 industrial/business parks totaling over 5.75 million square feet with another
500,000+/- square feet of industrial/office space throughout the community. Gilbert added 360
industrial/office related jobs and 142 retail/service related jobs in fiscal year 2010. Gilbert's
unemployment rate as of September 2010 was 5.0%, which is considerably lower than the Phoenix Metro
rate of 8.9%, the State rate of 9.7% and the U.S. rate of 9.6%.

Despite the national downturn and the slowing of overall growth in the region, Gilbert is still recognized as
the 4th fastest growinq1 municipality in the nation by the U.S. Census Bureau (2009). The community was
also ranked as the 36" most livable city in the U.S. by CNN/Money Magazine in 2010 and the 24" safest
city in the U.S. in 2009 as ranked by the FBI Crime Statistics.

Gilbert’s connectivity to major markets is provided through a comprehensive transportation network which
includes the Santan Loop 202 and Superstition Freeways, Sky Harbor International Airport, and Phoenix-
Mesa Gateway Airport. This robust transportation network provides access to Gilbert-based enterprises

Vi
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while providing reliable and accessible modes of transportation to local, national and international
markets.

In tandem with an educated workforce, Gilbert’'s concentration of Science, Technology, Engineering and
Math (STEM) companies are essential components to the community’s economic development
foundation. Gilbert's job-based economic development strategy specifically identifies life sciences,
aerospace, high technology, clean and renewable energy and advanced business services. Gilbert's
knowledge assets include Arizona State University (ASU) Polytechnic Campus, Chandler-Gilbert
Community College and over 64 colleges, universities and technical schools within a 30-minute commute.

Nationwide Realty Investors has completed the acquisition of approximately 265 acres on the northeast
corner of the Santan Freeway and Gilbert Road. This development is projected to contain roughly 4.2
million square feet of office, retail and hospitality uses. Build-out is expected in the next 15 to 20 years.

Two completed business and industrial parks located just south of the Santan Loop 202 and east of
Gilbert Road include the Reserve at San Tan with 150,000 square feet of office and flex-office space and
the 202 Business Center with 290,000 square feet of industrial space. Slated to be the next substantial
employment corridor in the southeast valley, this trade area also hosts other office and industrial parks
such as the Gilbert 202 Commerce Center and the Rockefeller Group Crossroads.

Just to the east of this location is the Santan Loop 202 and Val Vista corridor. Many life science and
healthcare related businesses occupy this trade area with the 416,000 square feet anchored by the
Catholic Healthcare West Mercy Gilbert Medical Campus as the main driver for development in the area.
Most notable projects include the Celebration Center for Integrated Healing, Celebration Stem Cell
Centre, Hospice of the Valley, Ironwood Cancer Treatment Centers and many smaller medical office
condos. Adjacent from Mercy Gilbert is Copper Point Business Park with 90,000 square feet of space
and the planned El Dorado Corporate Center with another 112,000 square feet of office space.

To the north of the Santan Loop 202 along Val Vista includes the Hyatt Place and newly constructed
Hampton Inn and the corporate headquarters for Mountainside Fitness. The former Main Street
Commons development with mixed-use residential, retail and office uses remains on hold with a 100,000
square foot grocery store approved by Mayor and Council.

Also on the Santan Loop 202 at Williams Field is the Santan Village Mall, a regional shopping center that
opened in October 2007. Still in the process of build-out, this mall has been touted as the lifestyle center
for future retail developments to imitate. This open-air, mixed-use project provides retail, dining and
entertainment opportunities within an urban district. Both the Santan Village Mall and the Power Center
to its south will account for nearly 3 million square feet of retail, office and entertainment uses at build-out
making it the largest commercial development in Gilbert.

Additional growth in the life science and healthcare services field includes a 70,000 square foot
expansion to Gilbert Hospital's medical campus located just south of Warner along Power Road. M.D.
Anderson Cancer Center will complete construction on a state-of-the-art facility in partnership with the
Banner Gateway Medical Center located at the Superstition Freeway and Higley Road in June 2011.

Another growth area of interest in Gilbert includes the Power Road Corridor with the recent activity
related to Phoenix-Mesa Gateway Airport, as well as Chandler Gilbert Community College and ASU
Polytechnic campuses.

Phoenix-Mesa Gateway is recognized as the reliever airport for Sky Harbor International and is predicting
activity from over 5 million commercial airline passengers by the year 2027. The airport is projected to
generate 17,000 new airport related jobs, as well as an additional 100,000 jobs in the surrounding 20
acres providing a direct benefit to the Gilbert community.

This activity combined with the recent response of both Chandler-Gilbert and ASU Polytechnic to our
changing needs in workforce will create even more opportunity for Gilbert in and around the Power Road
Corridor. Both schools expect to add a combined 50,000 students in the three campuses that surround
Gilbert over the next 15 years.

Vii
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Transaction Privilege (Sales) Tax Trend

Sales tax revenues represented 46% of General Fund revenues for fiscal year 2010, totaling
approximately $47 million. Local sales taxes are collected by the State Department of Revenue and
remitted to Gilbert weekly. The following graph depicts sales tax receipts by source for the past five
years.

Privilege Tax by Source

(Millions)

$70
$60
e

Prop Rental
$40 -
$30 -/—-———'\ Retail
$20 Utilities
$10 All Other
$0 Construction

2006 2007 2008 2009 2010

Property Taxes

Gilbert's property tax rate is $1.15 per $100 of secondary assessed valuation and is used exclusively for
the payment of voter approved general obligation bond debt. Gilbert does not levy a primary property tax
for general operating purposes.

Assessed Valuation

The assessed value of real property within the Gilbert annexed area is a vital economic forecast variable,
as the State Constitution contains regulatory restrictions on the amount of debt a community may have
outstanding based on secondary assessed valuation. Taking the market value of a property and applying
the statutory assessment ratio derives the assessed value. Residential properties are assessed at 10%,
vacant land is assessed at 16%, and commercial properties are assessed at 22.5% (2004 legislation
decreases the commercial property rate 0.5% a year from 25% in 2005 to 20% in 2014). This illustrates
how crucial the additions of commercial properties are to the tax base. A commercial property provides
two or more times the assessed value of a residential property of the same value. All property taxing
jurisdictions (e.g., school districts) benefit from the increased assessed value. The assessed valuation
decreased by 14% in fiscal year 2010 from $2.673 billion to $2.297 billion. The following graph depicts
the changes in the assessed valuation in Gilbert for the past ten years:
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State Shared Revenues

State shared revenues totaled $36 million for the General Fund and $16.6 million for the Streets Special
Revenue Fund in fiscal year 2010, representing approximately 35% of total General Fund revenues and
99.5% of total Streets Special Revenue Fund revenues. State shared revenues include allocations of
state sales tax, income tax, gas tax, motor vehicle in-lieu tax, and lottery funds. These revenues are
shared based upon relative population in the State as determined by census. Due to the significant
population growth, Gilbert participated in the mid-decade census in September 2005 to allow for the
reallocation of state shared revenues based upon the revised population. The 2005 Special Census
established the population at 173,072 compared to 109,697 from the 2000 Census. This population will
again be adjusted with the 2010 Census which has not been released as of the date of this report.

Budget and Financial Policies

Gilbert develops the annual budget based on a resource constrained model. A five year financial plan is
developed for each operating fund and current year decisions are made with a forecast future impact.
Other financial policies that guide the budget include: development pays for itself through fees; use of
one-time revenues for one-time expenditures: issuance of debt only when available resources do not exist
to pay for a project; maintenance of a designated fund balance for emergency events; annual replacement

funding for fleet and utility infrastructure; and user fees set to ensure 100% cost recovery in proprietary
funds.

AWARDS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the Town of Gilbert for its Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended June 30, 2009. This was the 19th consecutive year that Gilbert has
received this prestigious award. In order to be awarded a Certificate of Achievement, we must publish an

easily readable and efficiently organized CAFR. This report satisfied both generally accepted accounting
principles and legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

In addition, Gilbert also received the GFOA’s Distinguished Budget Presentation Award for our annual
budget document. In order to qualify for this award, our budget document was judged to be proficient as a

policy document, a financial plan, an operations guide, and a communications device. Gilbert has
received this award eleven consecutive years.

ACKNOWLEDGMENTS

The completion of this report is the result of the efficient and dedicated services of the entire staff of the
Finance Department. | would like to give special recognition to Florence Shultz, Accounting Administrator,
and Tanya Wright, Accountant Il, who were primarily responsible for preparing this document. In addition,

I 'would like to thank staff from the Manager’s Office and other departments for their contributions and
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Finally, | wish to acknowledge the continued support of the Council and the Manager in providing the
leadership necessary for sound financial management.

Respectfully submitted,
Cindi Mattheisen
Finance Director
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10120 N. Oracle Road

HEINFELD, MEECH & CO., P.C. Tucson, Arizona 85704
CERTIFIED PUBLIC ACCOUNTANTS Tel(520) 742-2611
Fax (520) 742-2718

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and Members of the Town Council
Town of Gilbert, Arizona

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the discretely presented component unit and
aggregate remaining fund information of the Town of Gilbert, Arizona (the “Town”) as of and for
the year ended June 30, 2010, which collectively comprise the Town's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the Town’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the discretely presented component unit and aggregate remaining fund
information of the Town of Gilbert, Arizona, as of June 30, 2010, and the respective changes in
financial position and cash flows, where applicable; thereof and the respective budgetary
comparisons for the General Fund and the Streets Special Revenue Fund for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated
December 3, 2010, on our consideration of the Town’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

TUCSON o PHOENIX e FLAGSTAFF
www.heinfeldmeech.com
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 3 through 13 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town’s financial statements as a whole. The accompanying
supplementary information such as the introductory section, combining and individual fund
financial statements and schedules, and statistical section are presented for purposes of
additional analysis and are not a required part of the financial statements. The combining and
individual fund financial statements and schedules are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole. The introductory and
statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

HQMW Meeht Co. R

HEINFELD, MEECH & CO., P.C.
Certified Public Accountants

December 3, 2010
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Town of Gilbert (Gilbert), we offer this narrative overview and analysis of Gilbert's
financial activities for the fiscal year ended June 30, 2010. We encourage readers to consider the
information presented here in conjunction with information provided in the transmittal letter.

Financial Highlights

e Gilbert's assets exceeded its liabilities at the end of the fiscal year by $1.4 billion. Included in this
amount defined as net assets is $262 million of unrestricted net assets, of which $147 million is
invested in joint ventures with the Cities of Mesa and Chandler and the Town of Queen Creek, and
$115 million which may be used to fund ongoing operations in future years.

¢ Net assets includes a $707 million net investment in capital assets such as streets, park land, and
municipal buildings and a $276 million net investment in water, wastewater and solid waste
infrastructure and equipment.

e The combined fund balance for all governmental funds is $214 million, of which $147 million is
unreserved.

e The General Fund unreserved fund balance is $33 million, of which $10.5 million is designated as a
reserve fund not to be appropriated for ongoing operations.

e The remaining General Fund unreserved undesignated balance of $23 million is approximately
24% of the total fund expenditures.

e Gilbert's total bonded debt outstanding at the end of the fiscal year was $600 million, as compared to
$640 million at the end of fiscal year 2009.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to Gilbert's basic financial
statements which are comprised of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad overview of
the finances of Gilbert as a whole, in a manner similar to a private-sector business.

The statement of net assets presents information on all of Gilbert's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether Gilbert’s financial position is improving or declining.

The statement of activities presents the changes in net assets from the previous year. All changes in
net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of Gilbert that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover a majority or all of their costs through user fees and charges (business-type
activities). The governmental activities of Gilbert include general government, public safety, highways
and streets, culture and recreation, redevelopment and transportation. The business-type activities
include water, wastewater, solid waste, and irrigation operations.

The government-wide financial statements also include the Industrial Development Authority as a
component unit of Gilbert. The Authority provides financing for eligible private sector entities to acquire
and construct facilities deemed to be in the public interest. The financial information for the Authority is
presented separately in the statements.
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The government-wide financial statements can be found on pages 15-17 of this report.
Fund financial statements

A fund is a grouping of related accounts used to maintain control over resources segregated for specific
activities or objectives. Gilbert, like other state and local governments, uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of Gilbert’s funds can be divided
into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental funds account for essentially the same functions reported as governmental activities in the
government-wide financial statements. Unlike the government-wide financial statements, however,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as balances of spendable resources available at fiscal year end. This information may be useful
in evaluating a government’s near-term financing ability.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of Gilbert's near-term financing decisions. To
facilitate this comparison, reconciliations are provided with the fund financial statements.

The basic governmental fund financial statements can be found on pages 18-27.

Proprietary Funds

Gilbert maintains two different types of proprietary funds. Enterprise Funds report the same functions
presented as business-type activities in the government-wide financial statements, which include water,
wastewater, solid waste, and irrigation. Internal Service Funds accumulate and allocate costs internally
among the various functions. Gilbert uses internal service funds to account for maintenance of its fleet of
vehicles, copy service operations, and employee health self-insurance. The assets and liabilities of the
internal service funds are included in the governmental activities column of the government-wide
statement of net assets. Costs of internal service funds are allocated to the various user functions on the
government-wide statement of activities. Enterprise funds provide the same information as the
government-wide financial statements, only with more detail. Internal service funds are combined into a
single column on the proprietary funds statements. Additional detail for the internal service funds can be
found on pages 95-101.

The proprietary fund statements can be found on pages 28-33.

Fiduciary Funds

Fiduciary funds account for resources held for the benefit of parties outside the government. These funds
are not included in the government-wide statements as these funds are not available to support Gilbert's
operations.

The fiduciary fund statements can be found on pages 34-35.

Notes to the financial statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements and should be
read with the financial statements.

The notes to the financial statements can be found on pages 37-65.
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Government-wide Financial Analysis

Net assets serve as a useful indicator of a government’s financial position. The following table reflects
the condensed Statement of Net Assets as of June 30, 2010 and 2009.

Town of Gilbert
Condensed Statement of Net Assets

Governmental Activities Business-type Activities Total
2010 2009 2010 2009 2010 2009

Current and other assets $ 286,684,576 $ 320,336,871 $302,185,776 $298,646,280 $ 588,870,352 $ 618,983,151
Capital assets 981,040,210 957,693,971 452,103,204 440,312,048 1,433,143,414 1,398,006,019
Total assets 1,267,724,786 1,278,030,842 754,288,980 738,958,328 2,022,013,766 2,016,989,170
Long-term liabilities 393,699,583 425,357,309 182,682,049 192,150,043 576,381,632 617,507,352
Other liabilities 57,128,870 59,735,726 12,802,378 11,952,334 69,931,248 71,688,060
Total liabilities 450,828,453 485,093,035 195,484,427 204,102,377 646,312,880 689,195,412
Net assets:
Invested in capital assets, net

of related debt 707,099,883 704,908,142 276,058,613 261,027,688 983,158,496 965,935,830
Restricted 43,766,457 24,035,677 86,942,759 91,738,487 130,709,216 115,774,164
Unrestricted 66,029,993 63,993,988 195,803,181 182,089,776 261,833,174 246,083,764
Total net assets $ 816,896,333 $ 792,937,807 $ 558,804,553 $534,855,951 $ 1,375,700,886 $ 1,327,793,758

Net assets consist of three components. The largest portion of Gilbert's net assets (71%) is its
investment in capital assets (land, buildings, equipment, infrastructure, etc.), less depreciation and any
related debt used to acquire those assets that is still outstanding. Gilbert uses these capital assets to
provide services to citizens; consequently, these assets are not available for appropriation. Although
Gilbert’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt are provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

An additional portion of Gilbert's net assets (10%) represents resources that are subject to external
restrictions on how they may be used. The remaining $262 million of unrestricted net assets (19%)
includes $147 million which is invested in joint ventures with the Cities of Mesa and Chandler and the
Town of Queen Creek and $115 million which may be used to meet the government’s ongoing obligations
to citizens, customers, and creditors.

Governmental Activities

Governmental activities in fiscal year 2010 increased Gilbert's net assets by $24 million, accounting for
50% of the total growth in net assets. Taxes and program revenues (charges for services and grants and
contributions that are clearly identifiable to operating functions) were Gilbert’'s most significant revenue
sources comprising 98% of total revenues for governmental activities. Taxes (local and state-shared)
were $117 million, a decrease of $7 million (6%) from the prior year. Program revenues were $76 million,
an increase of $7 million from the prior year which was due mostly to the $8 million increase in capital
grants and contributions. It should be noted that $11 million of the total program revenues represent
capital contributions from developers of street related infrastructure; and, therefore, were not cash
revenues available to cover operating expenses.

The other component of the change in net assets is expenses. The largest expense functions were
public safety which represented 37%, and highways and streets which represented 22% of total
governmental activities expenses. Total expenses decreased $4 million (2%) over the prior fiscal year.
The largest changes were a $2 million decrease in development services expenses and a $2 million
decrease in public safety expenses.
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The following table details the changes in net assets for governmental and business-type activities.

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Sales taxes
Property taxes
State-shared sales taxes
State-shared income taxes
Other taxes
Grants and contributions not
restricted to specific programs
Unrestricted investment earnings
Other
Total revenues

Expenses
Management and policy
Support services
Legal and court
Development services
Public works
Police
Fire
Highways and streets
Community services
Transportation
Interest and fiscal charges
on long-term debt

Water
Wastewater
Solid waste
Irrigation

Total expenses
Increase in net assets before

transfers
Transfers

Increase in net assets
Net assets, beginning of year

Net assets, end of year

Changes in Net Assets

Governmental Business-type
Activities Activities Total

2010 2009 2010 2009 2010 2009
$ 16,662,737 $ 15,817,508 $ 72,217,153 $ 69,748,065 88,879,890 $ 85,565,573
19,206,066 21,183,148 - - 19,206,066 21,183,148
39,631,744 31,493,349 22,026,098 19,228,350 61,657,842 50,721,699
47,118,885 49,060,234 - - 47,118,885 49,060,234
30,116,881 30,836,167 - - 30,116,881 30,836,167
13,029,141 14,125,962 - - 13,029,141 14,125,962
22,922,794 26,434,943 - - 22,922,794 26,434,943
3,776,269 3,492,198 - - 3,776,269 3,492,198
1,235,571 939,018 - - 1,235,571 939,018
1,300,903 2,003,235 739,124 1,066,552 2,040,027 3,069,787
753,545 820,493 1,692,276 805,440 2,445,821 1,625,933
195,754,536 196,206,255 96,674,651 90,848,407 292,429,187 287,054,662
2,830,563 3,068,178 - - 2,830,563 3,068,178
9,297,428 10,137,539 - - 9,297,428 10,137,539
5,937,288 5,838,172 - - 5,937,288 5,838,172
10,084,501 12,242,742 - - 10,084,501 12,242,742
2,782,252 1,451,083 - - 2,782,252 1,451,083
41,327,582 42,109,036 - - 41,327,582 42,109,036
22,871,289 24,255,563 - - 22,871,289 24,255,563
36,905,783 38,540,677 - - 36,905,783 38,540,677
19,825,728 19,349,722 - - 19,825,728 19,349,722
1,170,305 1,681,640 - - 1,170,305 1,681,640
18,417,745 17,096,048 - - 18,417,745 17,096,048
- - 36,163,481 35,450,601 36,163,481 35,450,601
- - 23,002,202 22,398,407 23,002,202 22,398,407
- - 13,852,222 13,843,596 13,852,222 13,843,596
- - 53,690 157,865 53,690 157,865
171,450,464 175,770,400 73,071,595 71,850,469 244,522,059 247,620,869
24,304,072 20,435,855 23,603,056 18,997,938 47,907,128 39,433,793
(345,546) 1,161,224 345,546 (1,161,224) - -
23,958,526 21,597,079 23,948,602 17,836,714 47,907,128 39,433,793
792,937,807 771,340,728 534,855,951 517,019,237 1,327,793,758 1,288,359,965

$ 816,896,333 $ 792,937,807

$ 558,804,553

$ 534,855,951 $ 1,375,700,886 $ 1,327,793,758



jocelyns
Text Box
TABLE OF CONTENTS


TABLE OF CONTENTS

Business-type Activities

Development related growth increased Gilbert’s net assets for business-type activities in fiscal year 2010
by $24 million through $20 million in system development fee collections and $2 million in water and
wastewater infrastructure contributed by developers. The revenues for business-type activities increased
$6 million (6%) from the prior fiscal year mostly due to a $5 million increase in system development fee
revenue. Expenses increased $1 million (2%) from the prior year.

Financial Analysis of Gilbert’s Funds

As noted earlier, Gilbert maintains fund accounting to demonstrate compliance with budgetary and legal
requirements. The following is a brief discussion of financial highlights from the fund financial statements.

Governmental Funds

The focus of the governmental funds is to provide information on near-term inflows, outflows, and
balances of resources available for spending. Such information is useful in assessing Gilbert’s financing
requirements. In particular, unreserved undesignated fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year. Gilbert operated and
separately reported the following major governmental funds:

General Fund

Streets Special Revenue Fund

General Debt Service Fund

Special Assessments Debt Service Fund

Streets and Transportation Capital Projects Fund
Municipal Facilities Capital Projects Fund

Parks, Open Space and Recreation Capital Projects Fund

All nonmajor funds are combined for reporting purposes captioned “Other Governmental Funds”.

As of the end of fiscal year 2010, the governmental funds reported combined ending fund balances of
$214 million, a decrease of $33 million in comparison with the prior fiscal year. The majority of the
decrease occurred in the streets and transportation capital projects fund. This fund had a decrease of
$30 million from prior year and is attributable to the spending of bond proceeds.

Town of Gilbert
Governmental Funds - Fund Balances
As of June 30, 2010

Reserved Unreserved Total

General $ 21,382,756 $ 33,168,053 $ 54,550,809
Streets Special Revenue - 4,653,254 4,653,254
General Debt Service 6,720,588 - 6,720,588
Special Assessments Debt Service 39,063 - 39,063
Streets and Transportation Capital Projects 25,860,248 92,780,125 118,640,373
Municipal Facilities Capital Projects 3,767 (10,598,068) (10,594,301)
Parks, Open Space and Recreation Capital Projects 9,464,998 435,066 9,900,064
Other Governmental Funds 3,058,491 26,846,351 29,904,842

Total Fund Balances $ 66,529,911 $ 147,284,781 $ 213,814,692
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General Fund

The General Fund is the primary operating fund. At the end of fiscal year 2010, the fund balance of the
General Fund was $54.6 million, an increase of $0.7 million from the prior year. The unreserved and
undesignated portion of the fund balance was $23 million. As a measure of the General Fund’s liquidity,
it may be useful to compare its available fund balance to total fund expenditures. The General Fund’s
unreserved, undesignated fund balance represents 24% of total General Fund expenditures for both the
current and prior year.

Key elements of General Fund sources and uses are as follows:

e Overall, revenues exceeded expenditures in the General Fund by $6.7 million; however, transfers
to other funds (net) were $6 million resulting in an increase in fund balance of $0.7 million. The
transfers out included $1 million to capital projects funds and $5.8 million for general debt
obligations.

e Local sales tax and intergovernmental revenues are the largest revenue sources for the General
Fund accounting for 84% of the total revenues.

e Local sales tax, which accounts for almost half of total General Fund revenues, decreased $1.9
million (4%) from the prior fiscal year due to the economic recession.

e Public safety expenditures which comprise over half of the total General Fund expenditures
decreased $0.8 million (1%) over the prior fiscal year.

e Development services expenditures decreased $2.1 million (21%) mostly due to the layoffs of 29
positions in February 2009.

General Fund Sources
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All Other Sales Tax
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Streets Special Revenue Fund

The Streets Fund revenues include state shared revenues which are highway user revenues, vehicle
license taxes and lottery funds. The gasoline taxes and lottery funds are required by state statute to be
used for transportation purposes. The vehicle license tax has been designated by Council to fund the
preventive maintenance activities of the Streets Fund. Total revenues decreased $1.4 million (8%) from
the prior year due to decreases in highway user revenues of $0.6 million, auto lieu taxes of $0.5 million,
and local transportation assistance revenues of $0.3 million. Total expenditures decreased by $0.4
million (3%) due to decreased personnel related costs. In total, revenues exceeded expenditures by $5.4
million; however, there were $4 million in transfers to other funds including $3.3 million to the Debt
Service Fund, resulting in a $1.9 million (71%) increase in fund balance.

Other Major Governmental Funds

General Debt Service. The fund balance decreased by $65 thousand during the year due to debt
service requirements of $50.2 million exceeding the current year property tax revenues of $30.1
million and transfers in from other funds of $20 million. The remaining fund balance of $6.7 million
will be used to fund future debt service payments on voter approved general obligation bonds.

Special Assessments Debt Service. The fund balance of $39 thousand is all reserved to pay
future debt service requirements on special assessment bonds.

Streets and Transportation Capital Projects. The fund balance decreased by $30 million to
$118.6 million. Current year expenditures exceeded revenues by $30.2 million but this deficit was
covered by existing fund balance.

Municipal Facilities Capital Projects. The fund balance decreased by $1.4 million during the year
from a deficit of $9.2 million to a deficit of $10.6 million due to the issuance of Public Facilities
Municipal Property Corporation bonds during 2009. The deficit of $10.6 million will be covered by
future collections of system development fees.

Parks, Open Space and Recreation Capital Projects. The fund balance decreased by $0.1
million to $9.9 million. Current year revenues of $6.7 million exceeded expenditures of $1.8 million;
however, there were $5.3 million in transfers to other funds which included $5.2 million to the
General Debt Service Fund.

Nonmajor Governmental Funds

All nonmajor governmental funds are combined into one column on the governmental fund statements.
The combined fund balance of these funds decreased $4.4 million (13%) to a balance at year end of $30
million. The majority of the decrease relates to capital outlay expenditures in the Special Assessments
Capital Projects Fund. Nonmajor funds represent 14% of the total governmental fund balance.

Proprietary Funds

Gilbert's proprietary funds statements are prepared on the same basis (accrual) as the government-wide
financial statements. Gilbert operates and separately reports the following proprietary funds:

Water Fund
Wastewater Fund
Solid Waste Fund
Irrigation Fund
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Water Fund

The Water Fund is responsible for producing and distributing potable water that meets all state and
federal drinking water standards. The water system is sized and pressured to provide adequate fire
suppression to the entire Town and operates two surface water treatment facilities capable of producing
57 million gallons per day (mgd) and 19 ground water wells capable of producing 43.5 mgd. Net assets
increased by $12.4 million to $296 million due primarily to capital contributions of $12.6 million, including
$11.1 million in system development fees and $1.5 million in distribution lines contributed by developers.
Operating income was $7.5 million.

Wastewater Fund

The Wastewater Fund provides collection, treatment, and recharge services to residents and businesses
in Gilbert. The services also include the storage and distribution of effluent (treated wastewater). Net
assets increased $7 million to $243 million. There was an operating loss of $0.4 million but net assets
increased due to capital contributions of $9.4 million, including $8.7 million in system development fees
and $0.7 million in collection lines contributed by developers.

Solid Waste Fund

Gilbert operates the Solid Waste Fund to provide residential and commercial refuse collection and
residential recycling services. Residential services are provided exclusively by Gilbert, while the
commercial service competes with the private sector for customers. Net assets increased by $4.1 million
to $18.9 million. The increase was the result of $2.7 million in operating income and $1.3 million in capital
contributions.

Irrigation Fund

Gilbert provides flood irrigation services to approximately 95 customers. The resources for the fund are
from service charges and transfers from the General Fund. As a result the fund operates as break-even,
having no net assets and no income or loss.

The following graph compares the fiscal year revenues to expenses for the Water, Wastewater and Solid
Waste Funds.

Proprietary Funds
Operating
Revenues and Expenses
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General Fund Budgetary Highlights

Differences between the original adopted budget and the final amended budget were less than 1% with
the original revenue budget decreased by $24 thousand (0.02%) and the original expenditure budget
decreased by $124 thousand (0.12%). The final budget projected that expenditures would exceed
revenues by $0.3 million but included $1.9 million in net transfers to other funds resulting in a $2 million
reduction to fund balance per the budget.

During the year actual revenues exceeded the budgeted amount by $2.3 million (2%) and actual
expenditures were less than budgeted by $4.7 million (5%) resulting in an excess of revenues over
expenditures of $7 million more than budgeted, resulting in the actual net change in fund balance being
$2.9 million more than budgeted.

Capital Asset and Debt Administration

Capital Assets. As of June 30, 2010, Gilbert had invested $1.4 billion in capital assets. This amount
represents a net increase (including additions and deletions) of $35 million over last fiscal year. The
following table presents capital assets balances, net of accumulated depreciation, for the fiscal years
ended June 30, 2010 and 2009.
Town of Gilbert
Capital Assets (net of depreciation)

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
Land $ 98,997,520 $ 93,054,963 $ 19,705,606 $ 19,488,720 $ 118,703,126 $ 112,543,683
Construction-in-progress 116,014,430 115,037,592 26,220,322 13,136,447 142,234,752 128,174,039
Buildings 167,355,892 177,103,963 - - 167,355,892 177,103,963
Improvements 49,267,536 51,286,535 - - 49,267,536 51,286,535
Plant, Machinery & Equip 23,270,936 27,617,643 93,902,801 97,032,156 117,173,737 124,649,799
Water Rights - 7,326,019 7,424,312 7,326,019 7,424,312
Infrastructure 526,133,896 493,593,275 304,948,456 303,230,413 831,082,352 796,823,688

Total Capital Assets $ 981,040,210 $ 957,693,971 $ 452,103,204 $ 440,312,048 $ 1,433,143,414 $ 1,398,006,019

Total governmental capital assets increased $23.3 million and business-type capital assets increased
$11.8 million. Major additions to capital assets during the fiscal year included the following:

Governmental Activities

e Streets and traffic signal projects totaling $39 million.
e Developer contributions of street related infrastructure valued at $11 million.

Business-type Activities
o Developer contributions of water and wastewater infrastructure valued at $2.1 million.
e Construction-in-progress for water system improvements totaling $14.2 million and for
wastewater system improvements totaling $9.2 million.
e Completed wastewater system improvements totaling $7 million.

See Note 6 on pages 49-51 for further information regarding capital assets.
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Long-term Debt. At June 30, 2010, Gilbert had total bonded debt obligations of $385.9 million related to
governmental activities and $185.7 million in business-type activities; $195.3 million of the outstanding
debt is general obligation bonds backed by the full faith and credit of the Town of Gilbert; $11.5 million is
special assessment bonds secured by a lien against the land of the benefited property owners in
Improvement Districts #19 & 20; and all other outstanding debt is secured by pledges of specific revenue
sources.

The Arizona Constitution and State Statutes limit a municipality’s bonded debt capacity to certain
percentages of its secondary assessed valuation and by the type of project to be constructed with general
obligation (GO) bonds. For projects involving water, wastewater, artificial lighting, parks, open space,
recreational facility improvements, streets, public safety, and fire and emergency facilities, Gilbert can
issue GO bonds up to 20% of its secondary assessed valuation. For any other general-purpose
improvements, Gilbert may issue bonds up to 6% of its secondary assessed valuation. Gilbert's available
debt margin at June 30, 2010 was $137.8 million in the 6% capacity and $264.1 million in the 20%
capacity.

See Note 8 on pages 52-58 for additional information on debt.
The following schedule shows Gilbert’s outstanding debt as of June 30, 2010 and 2009.

Town of Gilbert
Outstanding Debt

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
General Obligation $ 188,205,000 $ 209,095,000 $ 7,115,000 $ 8,635,000 $ 195,320,000 $ 217,730,000
Special Assessment 11,505,000 11,590,000 - - 11,505,000 11,590,000
Street and Highway User 25,150,000 27,325,000 - - 25,150,000 27,325,000
Utility Revenue - - 18,150,000 19,465,000 18,150,000 19,465,000
Municipal Property Corporation 161,045,000 169,750,000 160,475,000 167,125,000 321,520,000 336,875,000

Totals $ 385,905,000 $ 417,760,000 $ 185,740,000 $ 195,225,000 $ 571,645,000 $ 612,985,000

Gilbert’s bonds are rated by leading rating agencies that assess the risk of default based on Gilbert's
financial condition. The following schedule shows Gilbert’s bond ratings as of June 30, 2010.

Standard and
Moody's Investor Poors Ratings

Service Group
General Obligation Aal AA
Street and Highway User Revenue Aa3 AA-
Water and Wastewater Revenue Refunding Aa3 AA+
Public Facilities Municipal Property Corporation* Aa2 AA
Water Resources Municipal Property Corporation Not Rated A+
Improvement Districts Aa3 A

* These bonds are insured

12
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Economic Factors and Next Year’'s Budget

The fiscal year 2011 budget preparation was particularly challenging as the economic slowdown which
began in 2008 continues to impact Gilbert. The budget assumes the current downturn in both the
regional and national economies will continue for the foreseeable future.

Population growth continues to be a major factor in planning for services. Because State shared
revenues are based upon Gilbert's population as it relates to the State’s population as a whole, it is
essential that population estimates are as current as possible. The most recent update to Gilbert's
population was the result of the 2005 Special Census, which identified Gilbert's population at just over
173,000. Gilbert is anticipating the final results of the 2010 Census, at which time the population is
estimated to be 221,000.

Budget Highlights for Fiscal Year 2011

e Total budget of approximately $594.8 million which includes $242.5 million for operating budgets

and $192.4 million for capital budgets.

Net staffing decrease of 25.5 full time equivalent positions from the prior year budget.

No change to the local sales or property tax rates.

Residential growth at an average of 75 new homes per month based on fiscal year 2010 activity.

No salary adjustments for market range or for merit pay (movement through the salary range).

Maintenance of an undesignated fund balance of 10% for the General Fund operating

expenditures.

e Equipment Replacement Funds for the General and Streets Funds were modified to only include
a contingency balance for unforeseen and/or unanticipated replacements and additional funding
only for current year replacements. Further, any excess funds were transferred to the General
Fund for current operations.

e Equipment Replacement Funds for the Water, Wastewater, and Solid Waste Funds remain fully
funded based upon the current annual depreciated value of the respective systems.

Financial Contact

This financial report is designed to provide a general overview of Gilbert’s finances and to demonstrate
accountability for the use of public funds. This report is also available on Gilbert's website at
www.gilbertaz.gov. Questions about any of the information provided in this report, or requests for
additional financial information should be addressed to:

Town of Gilbert
Finance Department
50 E Civic Center Drive
Gilbert, AZ 85296
(480) 503-6752
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TOWN OF GILBERT, ARIZONA
Statement of Net Assets
June 30, 2010

Primary Government Component Unit

Industrial
Governmental Business-type Development
Activities Activities Total Authority
ASSETS
Pooled cash and investments $ 234,125,444 $ 49,684,377 $ 283,809,821 3,825
Receivables, net:
Taxes 4,899,549 - 4,899,549 -
Special assessments 3,704,731 - 3,704,731 -
Accrued interest 65,645 16,912 82,557 -
Accounts 15,274,098 3,871,291 19,145,389 -
Due from other governments 15,742,901 1,128,440 16,871,341 -
Internal balances (9,527,568) 9,527,568 - -
Prepaid items 5,915 - 5,915 -
Inventories 542,698 136,155 678,853 -
Restricted assets:
Cash and investments 20,461,967 89,132,503 109,594,470 -
Accrued interest 214 23,376 23,590 -
Deferred charges 1,198,159 2,310,598 3,508,757 -
Investment in Joint Venture 190,823 146,354,556 146,545,379 -
Capital assets:
Non-depreciable 215,011,950 45,925,928 260,937,878 -
Depreciable, net 766,028,260 406,177,276 1,172,205,536 -
Total assets 1,267,724,786 754,288,980 2,022,013,766 3,825
LIABILITIES
Accounts payable 8,253,168 4,349,334 12,602,502 -
Accrued liabilities 8,798,146 518,908 9,317,054 -
Accrued interest - 1,945,204 1,945,204 -
Claims payable 988,431 - 988,431 -
Deposits held for others 60,088 - 60,088 -
Utility deposits - 2,064,364 2,064,364 -
Bond interest payable 8,862,919 - 8,862,919 -
Unearned revenue 41,602 - 41,602 -
Noncurrent liabilities:
Due within one year:
Current portion of compensated absences 3,304,516 524,568 3,829,084 -
Current portion of bonds payable 26,820,000 3,400,000 30,220,000 -
Due in more than one year:
Compensated absences 4,849,180 704,576 5,553,756 -
Bonds payable 388,165,330 181,977,473 570,142,803 -
Arbitrage liability 685,073 - 685,073 -
Total liabilities 450,828,453 195,484,427 646,312,880 -
NET ASSETS
Invested in capital assets, net of related debt 707,099,883 276,058,613 983,158,496 -
Restricted for:
Debt service 10,464,382 27,173,275 37,637,657 -
Capital projects 21,430,973 50,229,166 71,660,139 -
System repair & maintenance - 9,540,318 9,540,318 -
Highways and streets 4,339,407 - 4,339,407 -
Grant programs 5,491,060 - 5,491,060 -
Court/police programs 2,040,635 - 2,040,635 -
Unrestricted 66,029,993 195,803,181 261,833,174 3,825
Total net assets $ 816,896,333 $ 558,804,553 $ 1,375,700,886 3,825

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Statement of Activities

For the Year Ended June 30, 2010

Program Revenues

Charges for

Operating
Grants and

Capital Grants
and

Expenses Services Contributions Contributions
Functions/Programs
Primary government
Governmental activities:
General government
Management and policy $ 2,830,563 $ 7,327 $ 3,079 $ -
Support services 9,297,428 214,748 - -
Legal and court 5,937,288 566,714 30,000 -
Development services 10,084,501 4,027,463 449,657 98,570
Public works 2,782,252 - 129,280 875,788
Public safety
Police 41,327,582 6,374,267 339,337 1,781,027
Fire 22,871,289 78,550 1,240,485 2,127,864
Highways and streets 36,905,783 1,659,066 16,566,014 26,968,312
Community services 19,825,728 3,734,602 432,648 7,482,067
Transportation 1,170,305 - 15,566 298,116
Interest and fiscal charges
on long-term debt 18,417,745 - - -
Total governmental activities 171,450,464 16,662,737 19,206,066 39,631,744
Business-type activities:
Water 36,163,481 34,601,338 - 12,630,799
Wastewater 23,002,202 21,024,189 - 9,395,299
Solid waste 13,852,222 16,566,987 - -
Irrigation 53,690 24,639 - -
Total business-type activities 73,071,595 72,217,153 - 22,026,098

Total primary government $ 244,522,059 $ 88,879,890 $ 19,206,066 $ 61,657,842
Component unit

Industrial development authority $ 5,069 $ 1,500 $ - $ -

General revenues:
Sales taxes
Property taxes, levied for debt service
In-Lieu property taxes
Franchise taxes
Unrestricted state shared sales taxes
Unrestricted state shared income taxes
Grants and contributions not restricted to specific programs
Unrestricted investment earnings
Gain on sale of capital assets
Miscellaneous

Transfers

Total general revenues and transfers
Change in net assets

Net assets, July 1, 2009
Net assets, June 30, 2010
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government Component Unit

Industrial
Governmental Business-type Development

Activities Activities Total Authority
(2,820,157) $ - (2,820,157) $ -
(9,082,680) - (9,082,680) -
(5,340,574) - (5,340,574) -
(5,508,811) - (5,508,811) -
(1,777,184) - (1,777,184) -
(32,832,951) - (32,832,951) -
(19,424,390) - (19,424,390) -
8,287,609 - 8,287,609 -
(8,176,411) - (8,176,411) -
(856,623) - (856,623) -
(18,417,745) - (18,417,745) -
(95,949,917) - (95,949,917) -
- 11,068,656 11,068,656 -
- 7,417,286 7,417,286 -
- 2,714,765 2,714,765 -
- (29,051) (29,051) -
- 21,171,656 21,171,656 -
(95,949,917) 21,171,656 (74,778,261) -
(3,569)
47,118,885 - 47,118,885 -
30,116,881 - 30,116,881 -
1,327,755 - 1,327,755 -
2,448,514 - 2,448,514 -
13,029,141 - 13,029,141 -
22,922,794 - 22,922,794 -
1,235,571 - 1,235,571 -
1,300,903 739,124 2,040,027 3
73,744 148,135 221,879 -
679,801 1,544,141 2,223,942 -
(345,546) 345,546 - -
119,908,443 2,776,946 122,685,389 3
23,958,526 23,948,602 47,907,128 (3,566)
792,937,807 534,855,951 1,327,793,758 7,391
$ 816,896,333 $ 558,804,553 $ 1,375,700,886 $ 3,825

The notes to the financial statements are an integral part of this statement.
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ASSETS
Pooled cash and investments
Receivables, net:
Taxes
Special assessments
Accrued interest
Accounts
Due from other governments
Due from other funds
Prepaid items
Inventories
Advances to other funds
Restricted assets:
Cash and investments
Accrued interest
Total assets

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable
Accrued liabilities
Deposits held for others
Due to other funds
Bonds payable
Interest payable
Advances from other funds
Deferred revenue:
Special assessments
Other
Total liabilities

Fund Balances:
Reserved for:
Encumbrances
Advances
Debt service
Development fees-necessary public services
Unreserved, designated, reported in:
General fund
Special revenue funds
Unreserved, undesignated, reported in:
General fund
Special revenue funds
Capital projects funds
Total fund balances
Total liabilities and fund balances

TOWN OF GILBERT, ARIZONA
Balance Sheet
Governmental Funds
June 30, 2010

Streets Special

General Debt

TABLE OF CONTENTS

Special
Assessments

General Revenue Service Debt Service

$ 33,439,653 $ 3,864,893 $ 28,900,724 $ 39,052
4,183,580 - 691,981 -

- - - 3,704,731

11,350 1,236 8,413 11
13,707,887 2,500 - -
215,035 1,491,056 - -
63,086 - - -

5,915 - - -

25,709 - - -
20,714,153 - - -
16,299 - 12,712,264 -

- - 125 -

$ 72,382,667 $ 5,359,685 $ 42,313,507 $ 3,743,794
$ 1,994,017 $ 584,398 % - $ -
8,537,688 122,033 - -
7,500 - - -

- - 26,730,000 -

- - 8,862,919 -

- - - 3,704,731

7,292,653 - - -
17,831,858 706,431 35,592,919 3,704,731
668,603 - - -
20,714,153 - - -

- - 6,720,588 39,063

10,508,321 - - -
22,659,732 - - -

- 4,653,254 - -

54,550,809 4,653,254 6,720,588 39,063
$ 72,382,667 $ 5,359,685 $ 42,313,507 $ 3,743,794
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Parks, Open

Streets and Municipal Space and Other Total
Transportation Facilities Capital Recreation Governmental Governmental

Capital Projects Projects Capital Projects Funds Funds
$ 111,377,319 $ 2,354,723 $ 9,675597 $ 28,677,825 $ 218,329,786
- - - 23,988 4,899,549
- - - - 3,704,731
32,253 981 3,303 7,423 64,970
1,393,266 49,010 20,453 91,924 15,265,040
11,688,584 18,687 270,000 2,059,539 15,742,901
- - 34,733 - 97,819
- - - - 5,915
- - - 1,744 27,453
- - - - 20,714,153
- 7,733,404 - - 20,461,967
- 89 - - 214
$ 124,491,422 $ 10,156,894 $ 10,004,086 $ 30,862,443 $ 299,314,498
$ 4,623,821 $ 2,309 $ 104,022  $ 783,901 $ 8,092,468
- - - 84,092 8,743,813
52,588 - - - 60,088
- 34,733 - 63,086 97,819
- - - - 26,730,000
- - - - 8,862,919
- 20,714,153 - - 20,714,153
- - - - 3,704,731
1,174,640 - - 26,522 8,493,815
5,851,049 20,751,195 104,022 957,601 85,499,806
25,860,248 3,767 521,944 2,326,767 29,381,329
- - - - 20,714,153
- - - - 6,759,651
- - 8,943,054 731,724 9,674,778
- - - - 10,508,321
- - - 15,415,305 15,415,305
- - - - 22,659,732
- - - 7,565,965 12,219,219
92,780,125 (10,598,068) 435,066 3,865,081 86,482,204
118,640,373 (10,594,301) 9,900,064 29,904,842 213,814,692
$ 124,491,422 $ 10,156,894 $ 10,004,086 $ 30,862,443 $ 299,314,498

The notes to the financial statement are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA

Reconciliation of the Balance Sheet
to the Statement of Net Assets
June 30, 2010

Fund balances - total governmental funds $ 213,814,692

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the governmental funds.

Governmental capital assets 1,379,226,535
Accumulated depreciation (398,368,533) 980,858,002

The investment in joint venture is not a financial resource and,
therefore, is not reported in the funds 190,823

Because the focus of governmental funds is on short-term financing, some
assets will not be available to pay for current-period expenditures. Those
assets (for example, receivables) are offset by deferred revenues in the
governmental funds and thus are not included in fund balance.

Deferred special assessment revenue 3,704,731
Deferred court revenue 6,707,479
Deferred other entities participation revenue 1,174,640
Deferred sales tax revenue 570,094 12,156,944

Internal service funds are used by management to charge the costs of certain

activities, such as equipment maintenance, copy services, and self-insurance

to the individual funds. The assets and liabilities of the internal service funds

are included in the governmental activities in the statement of net assets,

but are not included on the governmental fund balance sheet. 5,671,855

Long-term liabilities applicable to the Town's governmental activities are not due
and payable in the current period, and accordingly are not reported as fund
liabilities in the governmental fund statement.

Bonds payable (385,905,000)
Compensated absences (8,053,739)
Arbitrage (685,073) (394,643,812)

Bond issuance costs, discounts and premiums are reported as expenditures,

other financing uses and other financing sources, respectively, in the governmental
funds when paid, but are deferred and amortized over the life of the bonds in

the statement of net assets.

Bond issuance costs/discounts/premiums (1,152,171)

Net assets of governmental activities - statement of net assets $ 816,896,333

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2010

Special
Streets Special General Debt Assessments
General Revenue Service Debt Service
Revenues
Taxes:
Sales $ 46,872,739 $ - $ - $ -
Property - - 30,116,880 -
Franchise 2,448,514 - - -
Licenses and permits 2,614,273 - - -
Intergovernmental 38,857,007 16,566,014 - -
Special assessments - - - 437,493
Charges for services 7,159,578 4,888 - -
Other entities' participation - - - -
System development fees - - - -
Gifts and donations 14,725 - - -
Fines and forfeitures 3,961,355 1,728 - -
Investment earnings 305,938 15,087 82,260 125
Miscellaneous 435,610 54,033 - -
Total revenues 102,669,739 16,641,750 30,199,140 437,618
Expenditures
Current:
General government:
Management and policy 3,446,166 - - -
Support services 10,196,819 - - -
Legal and court 5,023,559 - - -
Development services 7,818,646 - - -
Public works 1,175,052 - - -
Public safety:
Police 36,163,692 - - -
Fire 19,936,804 - - -
Highways and streets - 8,649,831 - -
Community services 10,852,954 - - -
Transportation 1,154,759 - - -
Debt service:
Principal - - 31,770,000 85,000
Interest - - 18,403,999 149,370
Fiscal and other charges - - 2,478 350
Capital outlay 191,974 2,584,194 - -
Total expenditures 95,960,425 11,234,025 50,176,477 234,720
Excess (deficiency) of revenues over
(under) expenditures 6,709,314 5,407,725 (19,977,337) 202,898
Other financing sources (uses)
Transfers in 2,103,009 705,211 20,042,421 -
Transfers out (8,136,129) (4,179,305) - (189,474)
Total other financing sources and uses (6,033,120) (3,474,094) 20,042,421 (189,474)
Net change in fund balances 676,194 1,933,631 65,084 13,424
Fund balances at beginning of year 53,874,615 2,719,623 6,655,504 25,639
Fund balances at end of year $ 54,550,809 $ 4,653,254 $ 6,720,588 $ 39,063
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Parks, Open
Streets and Municipal Space and Other Total
Transportation Facilities Capital Recreation Governmental Governmental

Capital Projects Projects Capital Projects Funds Funds
$ - $ - $ - $ - $ 46,872,739
- - - 2,956,123 33,073,003
- - - - 2,448,514
- - - - 2,614,273
13,097,663 18,687 270,000 3,725,823 72,535,194
- - - - 437,493
- - - 1,630,860 8,795,326
1,233,559 - - - 1,233,559
- 4,279,325 6,370,219 958,158 11,607,702
- - - 109,460 124,185
- - - 481,438 4,444,521
714,294 16,707 46,070 105,573 1,286,054
80,946 - 3,737 179,219 753,545
15,126,462 4,314,719 6,690,026 10,146,654 186,226,108
- - - 11,562 3,457,728
- - - 60,059 10,256,878
- - - 237,504 5,261,063
- - - 1,385,706 9,204,352
- - - 49,884 1,224,936
- - - 1,505,291 37,668,983
- - - 178,202 20,115,006
- - - 1,447,121 10,096,952
- - - 1,830,435 12,683,389
- - - 15,546 1,170,305
- - - - 31,855,000
- - - - 18,553,369
- 6,476 - - 9,304
45,284,245 219,223 1,779,180 8,725,731 58,784,547
45,284,245 225,699 1,779,180 15,447,041 220,341,812
(30,157,783) 4,089,020 4,910,846 (5,300,387) (34,115,704)
213,118 787,276 307,335 2,449,953 26,608,323
- (6,255,594) (5,326,751) (1,547,218) (25,634,471)
213,118 (5,468,318) (5,019,416) 902,735 973,852
(29,944,665) (1,379,298) (108,570) (4,397,652) (33,141,852)
148,585,038 (9,215,003) 10,008,634 34,302,494 246,956,544
$ 118,640,373 $ (10,594,301) $ 9,900,064 % 29,904,842 $ 213,814,692

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2010

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense.

Capital outlay
Depreciation expense

Reassignment of capital assets between governmental and business-type activities are reported
as transfers-out, requiring a reconciling item in the governmental funds because a difference
is created between the change in fund balances and the change in total net assets.

Repayment of bond principal and bond issuance costs are reported as expenditures in
governmental funds and thus have the effect of reducing fund balance because current
financial resources have been used. For the government-wide statements, however, the
principal payments reduce the long-term liabilities in the statement of net assets and do not
result in an expense in the statement of activities. Bond issuance costs, charge on refunding
bonds, and bond premium are deferred and amortized over the life of the bonds.

Principal payments

Amortization of bond issuance costs

Amortization of deferred charge on refunding bonds
Amortization of bond premium

Internal service funds are used by management to charge the costs of certain activities, such
as equipment maintenance and copy services, to the individual funds. The adjustments for
internal service funds "close" those funds by charging the additional amounts to participating
governmental activities to completely cover the internal services funds' costs for the year.

Operating income
Investment earnings

Capital assets contributed by developers are not shown on the governmental fund statements,
but are included in the assets of the Town. On the statement of activities, these donations are
shown as capital contributions.

Capital contributions

Some expenses reported in the statement of activities do not require the use of current
financial resources and therefore, are not reported as expenditures in governmental funds.

Compensated absences
Arbitrage

Certain revenues are deferred in the governmental funds because they do not provide current
financial resources due to unavailability but are recognized as revenue in the statement of activities.
However, other revenues in the governmental funds that provide current financial resources are not
included in the statement of activities because they were recognized in a prior period.

Court revenue
Sales tax
Special assessments

TABLE OF CONTENTS

$ (33,141,852)

58,784,547

(45,674,266) 13,110,281

Change in net assets of governmental activities - statement of activities

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
General Fund
Statement of Revenues, Expenditures, and Changes
in Fund Balances - Budget and Actual - Budgetary Basis
For the Year Ended June 30, 2010

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
Revenues
Taxes:
Sales $ 44,506,000 $ 44,506,000 $ 46,872,739 $ 2,366,739
Franchise 2,687,000 2,687,000 2,448,514 (238,486)
Licenses and permits 2,317,160 2,317,160 2,614,273 297,113
Intergovernmental 38,684,410 38,684,410 38,857,007 172,597
Charges for services 7,615,860 7,591,479 7,159,578 (431,901)
Gifts and donations - - 14,725 14,725
Fines and forfeitures 3,951,580 3,951,580 3,961,355 9,775
Investment earnings 500,000 500,000 305,938 (194,062)
Miscellaneous 139,100 139,100 435,610 296,510
Total revenues 100,401,110 100,376,729 102,669,739 2,293,010
Expenditures
Current:
General government:
Management and policy 3,551,130 3,390,125 3,446,166 (56,041)
Support services 11,099,620 10,563,631 10,196,819 366,812
Legal and court 5,012,020 4,930,878 5,023,559 (92,681)
Development services 7,750,420 7,638,388 7,818,646 (180,258)
Public works 1,316,390 1,208,075 1,175,052 33,023
Public safety:
Police 37,504,380 36,697,489 36,163,692 533,797
Fire 20,989,620 20,210,045 19,936,804 273,241
Community services 11,698,650 11,360,373 10,852,954 507,419
Transportation 1,641,690 1,153,890 1,154,759 (869)
Capital outlay 259,050 89,158 191,974 (102,816)
Contingency - 3,456,537 - 3,456,537
Total expenditures 100,822,970 100,698,589 95,960,425 4,738,164
Excess (deficiency) of revenues over
(under) expenditures (421,860) (321,860) 6,709,314 7,031,174
Other financing sources (uses)
Transfers in 6,324,830 6,324,830 2,103,009 (4,221,821)
Transfers out (8,218,900) (8,218,900) (8,136,129) 82,771
Total other financing sources and uses (1,894,070) (1,894,070) (6,033,120) (4,139,050)
Net change in fund balances $ (2,315,930) $ (2,215,930) 676,194 $ 2,892,124
Fund balance at beginning of year 53,874,615
Fund balance at end of year $ 54,550,809

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Streets Special Revenue Fund
Statement of Revenues, Expenditures, and Changes
in Fund Balances - Budget and Actual - Budgetary Basis
For the Year Ended June 30, 2010

Variance with

Budgeted Amounts Final Budget -
Actual Positive
Original Final Amounts (Negative)
Revenues
Intergovernmental $ 16,937,070 $ 16,937,070 $ 16,566,014 $ (371,056)
Charges for services - - 4,888 4,888
Fines and forfeitures - - 1,728 1,728
Investment earnings 21,760 21,760 15,087 (6,673)
Miscellaneous 70,000 70,000 54,033 (15,967)
Total revenues 17,028,830 17,028,830 16,641,750 (387,080)
Expenditures
Current:

Highways and streets 9,475,120 8,990,486 8,649,831 340,655
Capital outlay 2,568,860 2,568,860 2,584,194 (15,334)
Contingency 385,000 869,634 - 869,634

Total expenditures 12,428,980 12,428,980 11,234,025 1,194,955
Excess of revenues over expenditures 4,599,850 4,599,850 5,407,725 807,875
Other financing sources (uses)

Transfers in 50,000 50,000 705,211 655,211
Transfers out (4,639,430) (4,639,430) (4,179,305) 460,125

Total other financing sources and uses (4,589,430) (4,589,430) (3,474,094) 1,115,336
Net change in fund balances $ 10,420 $ 10,420 1,933,631 $ 1,923,211
Fund balance at beginning of year 2,719,623
Fund balance at end of year $ 4,653,254

The notes to the financial statements are an integral part of this statement.
27


jocelyns
Text Box
TABLE OF CONTENTS


TABLE OF CONTENTS

TOWN OF GILBERT, ARIZONA
Statement of Net Assets
Proprietary Funds
June 30, 2010

Business-type Activities - Enterprise Funds

Water Wastewater Solid Waste Irrigation
ASSETS
Current assets:
Pooled cash and investments $ 45114139 % - $ 12,947,899 $ 2,627
Receivables (net):
Accrued interest 13,283 - 3,629 -
Accounts 2,434,336 948,508 487,622 825
Due from other governments 278,826 849,614 - -
Inventories 136,155 - - -
Total current assets 47,976,739 1,798,122 13,439,150 3,452
Noncurrent assets:
Restricted assets:
Cash and investments 73,744,428 15,388,075 - -
Accrued interest 18,991 4,385 - -
Advances to other funds 1,640,256 - - -
Deferred charges 1,313,583 997,015 - -
Investment in joint venture 74,080,401 72,274,155 - -
Capital assets:
Non-depreciable 32,317,794 13,608,134 - -
Depreciable, net 227,522,826 172,180,176 6,474,274 -
Total noncurrent assets 410,638,279 274,451,940 6,474,274 -
Total assets 458,615,018 276,250,062 19,913,424 3,452
LIABILITIES
Current liabilities:
Accounts payable 1,368,341 2,621,807 355,734 3,452
Accrued liabilities 221,832 106,477 190,599 -
Current portion of accrued compensated absences 217,727 108,499 198,342 -
Claims payable - - - -
Accrued interest 1,647,666 297,538 - -
Bonds payable 3,400,000 - - -
Utility deposits 2,047,114 - 17,250 -
Total current liabilities 8,902,680 3,134,321 761,925 3,452
Noncurrent liabilities:
General obligation bonds payable 7,115,000 - - -
Utility revenue bonds payable 146,393,386 28,831,614 - -
Accrued compensated absences 294,037 155,161 255,378 -
Unamortized bond premium (discount) 386,482 101,012 - -
Unamortized charge - refunding bonds (637,516) (212,505) - -
Advances from other funds - 1,640,256 - -
Total noncurrent liabilities 153,551,389 30,515,538 255,378 -
Total liabilities 162,454,069 33,649,859 1,017,303 3,452
NET ASSETS
Invested in capital assets, net of related debt 112,516,150 157,068,189 6,474,274 -
Restricted for debt service 16,586,384 10,586,891 - -
Restricted for capital projects 50,229,166 - - -
Restricted for system repair & maintenance 5,602,814 3,937,504 - -
Unrestricted 111,226,435 71,007,619 12,421,847 -
Total net assets $ 296,160,949 $ 242,600,203 $ 18,896,121 % -

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds
Net assets of business-type activities
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Governmental

Activities -
Internal Service
Total Funds

$ 58,064,665 7,415,370
16,912 675
3,871,291 9,058
1,128,440 -
136,155 515,245
63,217,463 7,940,348
89,132,503 -
23,376 -
1,640,256 -
2,310,598 -
146,354,556 -
45,925,928 -
406,177,276 182,207
691,564,493 182,207
754,781,956 8,122,555
4,349,334 160,699
518,908 54,333
524,568 49,264

- 988,431

1,945,204 -
3,400,000 -
2,064,364 -
12,802,378 1,252,727
7,115,000 -
175,225,000 -
704,576 50,693
487,494 -
(850,021) -
1,640,256 -
184,322,305 50,693
197,124,683 1,303,420
276,058,613 182,207
27,173,275 -
50,229,166 -
9,540,318 -
194,655,901 6,636,928
$ 557,657,273 6,819,135

1,147,280

$ 558,804,553

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2010

Business-type Activities - Enterprise Funds

Water Wastewater Solid Waste Irrigation
Operating revenues
Charges for services $ 34,601,338 $ 21,024,189 $ 16,566,987 $ 24,639
Other 1,467,825 3,584 72,732 -
Total operating revenues 36,069,163 21,027,773 16,639,719 24,639
Operating expenses
General and administrative 821,941 555,186 371,003 548
Personal services 5,478,773 2,733,252 5,043,451 28,630
Operation and maintenance 10,476,310 8,269,880 5,784,105 24,512
Claims Incurred - - - -
Depreciation 9,560,616 8,365,435 1,432,367 -
Allocation of indirect expenses 2,195,541 1,503,294 1,275,090 -
Total operating expenses 28,533,181 21,427,047 13,906,016 53,690
Operating income (loss) 7,535,982 (399,274) 2,733,703 (29,051)
Nonoperating revenues (expenses)
Interest expense (7,665,659) (1,504,406) -
Investment earnings 636,379 58,121 44,618 6
Amortization of bond issuance costs (85,169) (131,013) - -
Gain (loss) on sale of capital assets (16,090) 1,767 (6,986)
Total nonoperating revenues (expenses) (7,130,539) (1,575,531) 37,632 6
Income (loss) before capital
contributions and transfers 405,443 (1,974,805) 2,771,335 (29,045)
Capital contributions 12,630,799 9,395,299 1,335,488 -
Transfers in 264,320 823,494 728 29,045
Transfers out (865,309) (1,226,130) - -
Change in net assets 12,435,253 7,017,858 4,107,551 -
Total net assets, beginning of year 283,725,696 235,582,345 14,788,570 -
Total net assets, end of year $ 296,160,949 $ 242,600,203 $ 18,896,121 $ -

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds
Change in net assets of business-type activities
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Governmental
Activities -

Internal Service
Total Funds

$ 72,217,153 $ 18,904,748

1,544,141 182,819

73,761,294 19,087,567
1,748,678 981,169
13,284,106 1,578,442
24,554,807 4,610,655
- 9,914,069
19,358,418 40,614
4,973,925 -
63,919,934 17,124,949
9,841,360 1,962,618
(9,170,065) -
739,124 14,849
(216,182) -
(21,309) -
(8,668,432) 14,849
1,172,928 1,977,467
23,361,586 -
1,117,587 -
(2,091,439) -
23,560,662 1,977,467
4,841,668
$ 6,819,135

387,940

$ 23,048,602

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2010

Business-type Activities - Enterprise Funds

Water Wastewater Solid Waste Irrigation
Cash flows from operating activities:
Cash receipts from customers $ 36,168,912 $ 21,707,583 $ 16,869,759 $ 24,366
Other operating cash receipts 1,467,825 3,584 72,732 -
Cash receipts from other funds for services - - - -
Cash receipts from deposits 455,340 - 6,500 -
Cash payments to suppliers for goods and services (12,017,836) (7,630,104) (6,106,468) (30,006)
Cash payments to employees for services (5,407,987) (2,681,888) (4,974,289) (31,293)
Cash payments to other funds for services (2,195,541) (1,503,294) (1,275,090) -
Net cash provided by (used in) operating activities 18,470,713 9,895,881 4,593,144 (36,933)
Cash flows from noncapital financing activities:
Changes in advances to/from other funds 2,168,940 (2,168,940) - -
Transfers from other funds 264,320 823,494 728 29,045
Transfers to other funds (865,309) (1,226,130) - -
Net cash provided by (used in) noncapital financing activities 1,567,951 (2,571,576) 728 29,045
Cash flows from capital and related financing activities:
Acquisition and construction of capital assets (14,869,856) (9,392,210) (1,309,840) -
Proceeds from development fees 11,143,575 8,752,723 - -
Cash paid for interest and fiscal charges (7,704,534) (1,546,280) - -
Principal payments on bonds (5,930,159) (3,804,841) - -
Disposal of capital assets (16,090) 1,767 (6,986) -
Net cash used in capital and related financing activities (17,377,064) (5,988,841) (1,316,826) -
Cash flows from investing activities:
Interest received on investments 669,425 74,903 47,619 8
Net cash provided by investing activities 669,425 74,903 47,619 8
Net increase (decrease) in cash and cash equivalents 3,331,025 1,410,367 3,324,665 (7,880)
Cash and cash equivalents at beginning of year 115,527,542 13,977,708 9,623,234 10,507
Cash and cash equivalents at end of year § 118,858,567 ' 15,388,075 § 12947899 F§ 2,627
Cash and cash equivalents at end of year includes:
Equity in pooled cash and investments $ 45,114,139 $ - $ 12,947,899 $ 2,627
Restricted cash and investments 73,744,428 15,388,075 - -
Total cash and cash equivalents § 118,858,567 ' 15,388,075 § 12947899 F§ 2,627

Reconciliation of operating income (loss) to net cash provided by

(used in) operations:

Operating income (loss) $ 7,535,982 $ (399,274) $ 2,733,703 $ (29,051)
Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities:

Depreciation 9,560,616 8,365,435 1,432,367 -
Provision for uncollectible accounts 678,554 399,097 317,248 -
Changes in assets and liabilities:
(Increase) decrease in accounts receivable 889,021 284,297 (14,477) (273)
Decrease in prepaid items - - - -
(Increase) decrease in inventories (3,337) - - -
Increase (decrease) in accounts payable (716,249) 1,194,962 48,641 (4,946)
Decrease in claims payable - - - -
Increase in deposits 455,340 - 6,500 -
Increase (decrease) in accrued expenses 70,786 51,364 69,162 (2,663)
Total adjustments 10,934,731 10,295,155 1,859,441 (7,882)
Net cash provided by (used in) operating activities $ 18,470,713 $ 9,895,881 $ 4,593,144 $ (36,933)

Supplemental disclosures of noncash financing activities:
Additions to property and equipment:
Contributions from developers $ 1,487,225 $ 642,576 $ - $ -
Total additions to property and equipment F 1487225 % 642,576 3 - 3
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Governmental

Activities -
Internal Service

Total Funds
$ 74,770,620 $ -
1,544,141 181,144
- 18,904,887
461,840 -
(25,784,414) (15,771,476)
(13,095,457) (1,572,640)
(4,973,925) -
32,922,805 1,741,915
1,117,587 -
(2,091,439) -
(973,852) -
(25,571,906) -
19,896,298 -
(9,250,814) -
(9,735,000) -
(21,309) -
(24,682,731) -
791,955 18,222
791,955 18,222
8,058,177 1,760,137
139,138,991 5,655,233
$ 147,797,768 $ 7,475,370
$ 58,064,665 $ 7,415,370
89,132,503 -
,197, $ 7,475,370
$ 9,841,360 $ 1,962,618
19,358,418 40,614
1,394,899 -
1,158,568 (1,536)
- 25,535
(3,337) 60,617
522,408 (70,390)
- (281,345)
461,840 -
188,649 5,802
23,081,445 (220,703)
$ 32,922,805 $ 1,741,915
$ 2,129,801 $ -
$ 2,129,801 3 -

The notes to the financial statements are an integral part of this statement.
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ASSETS

Restricted cash and investments
Restricted accrued interest

Total assets

LIABILITIES

Guaranty and other deposits
Medical benefits payable
Dependent care benefits payable

Total liabilities

NET ASSETS

Held in trust for pension benefits

TOWN OF GILBERT, ARIZONA
Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2010

Firemen's
Pension Trust

$ 104,437
104,437
$ 104,437

The notes to the financial statements are an integral part of this statement.
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$ 91,690
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91,703

$ 46,262
36,245

9,196
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TOWN OF GILBERT, ARIZONA
Statement of Changes in Fiduciary Net Assets
Fiduciary Fund
For the Year Ended June 30, 2010

Firemen's
Pension Trust
Additions
Interest on investments $ 100
Total additions 100
Deductions
Benefits 2,400
Administration —100
Total deductions J
Change in net assets (2,400)
Net assets - beginning of the year 106,837
Net assets - end of the year $ 104,437

The notes to the financial statements are an integral part of this statement.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

The Town of Gilbert, Arizona (Gilbert) was incorporated on July 6, 1920, under the provisions of Article 13,
Section 1 of the Constitution of the State of Arizona. Gilbert operates as a general law community, under
the provisions of Title 9, Chapter 2, Article 3 (Common Council provision). Gilbert operates under the
Council-Manager form of government, as empowered in Chapter 2, Article 2-51 of the Code of the Town of
Gilbert, Arizona. There are seven members of the Council, elected to staggered four-year terms. The
voters select the Mayor and the Council membership annually elects the Vice Mayor.

Note 1 - Summary of Significant Accounting Policies

Gilbert’'s accounting policies conform to accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and financial
reporting principles.

A. Reporting Entity

Gilbert’s operations include public safety (police, fire, and animal control), community services (parks,
recreation, library, culture and arts, and social services), public works, development services (planning,
code enforcement, and engineering), and general administration in support of operations. Gilbert also
operates four enterprise funds to provide water, wastewater, solid waste, and irrigation services and three
internal service funds that provide equipment and fleet maintenance, copy services, and employee self-
insurance for medical claims.

The accompanying financial statements present the activities of Gilbert (the primary government) and its
component units. Component units are legally separate entities for which Gilbert is considered to be
financially accountable. Blended component units, although legally separate entities, are in substance part
of Gilbert's operations. Therefore, data from these units is combined with data of the primary government.
Discretely presented component units, on the other hand, are reported in a separate column in the
combined financial statements to emphasize they are legally separate from the Town of Gilbert. Each
blended and discretely presented component unit discussed below has a June 30 year-end.

Blended Component Units - The Water Resources Municipal Property Corporation (Water MPC) is a
legally separate, non-profit corporation which exists solely for the purpose of financing the construction or
acquisition of water and wastewater capital improvement projects. The Public Facilities Municipal Property
Corporation (Public Facilities MPC) is a legally separate, non-profit corporation which exists solely for the
purpose of financing construction of municipal facilities. Each is considered a blended component unit
because the Council appoints the five-member board of directors of the MPC, the Council must approve
any amendments to the articles of incorporation of the MPC, the Council must approve any debt issues of
the MPC, and the MPC provides services solely to the Town of Gilbert. At June 30, 2010, the Water MPC
bonded debt is reported within the water and wastewater enterprise funds and the Public Facilities MPC
bonded debt is reported within the debt service fund (current portion only) and within the governmental
activities in the government-wide statement of net assets.

Discretely Presented Component Unit - The Industrial Development Authority (IDA) issues industrial
revenue bonds to provide financial assistance to private sector entities for the acquisition and construction
of eligible industrial and commercial facilities deemed to be in the public interest. The IDA is considered a
component unit because the Council appoints the board of directors of the IDA, the Council must approve
any amendments to the articles of incorporation of the IDA, and the Council must approve any debt issues
of the IDA. The IDA is discretely presented in these combined financial statements because the IDA does
not provide services solely to Gilbert. Separate financial statements for the IDA have not been prepared.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

B. Jointly Governed Organizations

Williams Gateway Airport Authority (WGAA) is a non-profit corporation established and funded by the
Towns of Gilbert and Queen Creek, the Cities of Mesa and Phoenix, and the Gila River Indian Community.
The purpose of the entity is the redevelopment of Williams Air Force Base, which was closed in September
1993 and became Phoenix/Mesa Gateway Airport (formerly known as Williams Gateway Airport). The
airport has three runways, a newly remodeled passenger terminal and is positioned to be a reliever airport
to Phoenix’s Sky Harbor International Airport. The Board of Directors consists of the mayors of the
respective communities and the governor of the tribal community. Gilbert contributed $350,000 in fiscal
year 2009 (life to date $5,774,250) to the WGAA operating and capital budget.

Regional Public Transportation Authority (RPTA) is a voluntary association of local governments, including
Maricopa County, Mesa, Tempe, Scottsdale, Glendale, Phoenix, and Gilbert. Its purpose is to create a
regional public transportation plan for Maricopa County. The Board of Directors consists of the mayors of
those municipalities and a member of the County Board of Supervisors.

C. Government-wide and Fund Financial Statements

The government-wide financial statements (Statement of Net Assets and Statement of Activities) report on
Gilbert and its component units as a whole, excluding fiduciary activities. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.

The government-wide Statement of Net Assets reports all financial and capital resources of the
government (excluding fiduciary funds). It is displayed in a format of assets less liabilities equals net
assets, with the assets and liabilities shown in order of their relative liquidity. Net assets are required to be
displayed in three components: 1) invested in capital assets, net of related debt, 2) restricted and 3)
unrestricted. Invested in capital assets, net of related debt is capital assets net of accumulated
depreciation and reduced by outstanding balances of any bonds, mortgages, notes or other borrowings
that are attributable to the acquisition, construction, or improvement of those assets. Restricted net assets
are those with constraints placed on their use by either: 1) externally imposed by creditors (such as through
debt covenants), grantors, contributors, or laws or regulations of other governments, or 2) imposed by law
through constitutional provisions or enabling legislation. All net assets not otherwise classified as
restricted, are shown as unrestricted.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses of the
various functions or departments are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or department. Interest and fiscal charges on long-term debt are
not allocated to the various functions. Program revenues include charges for services, fines and
forfeitures, licenses and permit fees, special assessment fees, certain system development fees,
intergovernmental grants and other entities participation. Taxes, investment earnings and other revenues
not identifiable with a particular function or department are included as general revenues. The general
revenues support the net costs of the functions and departments not covered by program revenues.

For the most part, the effect of internal activity has been removed from the government-wide financial
statements. Net internal activity and balances between governmental activities and business-type
activities are shown in the government-wide financial statements. Certain charges between the enterprise
funds’ utility systems and the various functional activities are not eliminated as this would distort the direct
costs and program revenues reported for the various functions concerned.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

Separate financial statements are provided for the governmental funds, proprietary funds and fiduciary
funds. The focus of the fund financial statements is on major funds. Major individual governmental
funds and proprietary funds are reported as separate columns in the fund financial statements. Other
nonmajor governmental funds, as well as the internal service funds, are summarized into a single
column on the fund financial statements and are detailed in the combining statements included as
supplementary information.

As stated above, the fiduciary funds are presented in the fund financial statements and not included in
the government-wide statements. By definition these assets are being held for the benefit of a third
party and cannot be used to address Gilbert’s activities or obligations.

The internal service funds, which provide services to the other funds of the government, are presented
in a single combined column in the proprietary fund financial statements. Because the principal users
of the internal service funds are the governmental activities, the assets and liabilities of the internal
service funds are consolidated into the governmental activities column of the government-wide
Statement of Net Assets. The costs of the internal service fund services are spread to the appropriate
function or department on the government-wide Statement of Activities and the revenues and
expenses within the internal service funds are eliminated from the government-wide financial
statements to avoid any doubling up effect from these revenues and expenses.

D. Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, which includes long-term assets as well as long-term
obligations. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the grantor or provider have been met.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, revenues are considered available if they are collected within 60 days of the end of
the current fiscal period. Principal revenue sources considered to be susceptible to accrual are
property taxes, sales taxes, franchise taxes, licenses and permits, intergovernmental revenue and
investment earnings associated with the current fiscal period.

Charges for services, fines and forfeitures, and miscellaneous revenues are recorded as revenue when
received as cash because they are generally not measurable until actually received. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.

Since the governmental fund financial statements are presented on a different measurement focus and
basis of accounting than the government-wide statements’ governmental activities column, a
reconciliation is presented on the page following each fund statement. These reconciliations briefly
explain the adjustments necessary to transform the fund financial statements into the governmental
activities column of the government-wide presentation.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

The proprietary funds and the pension trust fund are reported using the economic resources measurement
focus and the accrual basis of accounting (same basis as the government-wide financial statements).

Gilbert’s business-type activities and enterprise funds follow Financial Accounting Standards Board (FASB)
Statements and Interpretations issued on or before November 30, 1989; Accounting Principles Board
Opinions; and Accounting Research Bulletins, unless those pronouncements conflict with GASB
pronouncements. Gilbert has elected not to implement FASB Statements and Interpretations issued after
November 30, 1989.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenue of
Gilbert’s internal service funds are charges to user departments for services provided. The principal
operating revenue of Gilbert's enterprise funds are user fees and charges to customers for water,
wastewater, solid waste and irrigation services. Operating expenses for these funds include the cost of
sales and services, administrative and payroll expenses, and depreciation. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

Agency funds are custodial in nature and do not measure results of operations or have a measurement
focus.

E. Fund Accounting

Gilbert uses funds to report its financial position and the results of its operations. Fund accounting
segregates funds according to their intended purpose and is designed to demonstrate legal compliance
and to aid financial management by segregating transactions related to certain governmental functions or
activities. A fund is a separate accounting entity with a self-balancing set of accounts, which includes
assets, liabilities, fund equity, revenues and expenditures/expenses.

Gilbert uses the following fund categories, further divided by fund type:

Governmental Funds
Governmental funds are those through which most of the governmental functions are financed. The
measurement focus is based upon determination of changes in financial position rather than upon net
income determination.

Gilbert reports the following major governmental funds:

General Fund - The general fund is the primary operating fund and is used to account for all financial
resources except those required to be accounted for in another fund. The general fund will always be
considered a major fund in the basic financial statements.

Streets Special Revenue Fund — The streets fund accounts for Gilbert’s portion of the Arizona Highway
User Revenue Tax, Local Transportation Assistance Funds, and Vehicle License Taxes. The revenue is
used exclusively for the maintenance and improvement of highways and streets.

General Debt Service Fund — The general debt service fund accounts for the principal and interest
requirements of general obligation, highway user revenue and municipal property corporation revenue
bonds not recorded in proprietary funds. Financing is provided from the levy of secondary property taxes
and revenue-supported transfers.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

Special Assessments Debt Service Fund — The special assessments fund accounts for the principal
and interest requirements of special assessment bonds not recorded in proprietary funds. Financing is
provided by special assessment levies against benefited property owners.

Streets and Transportation Capital Projects Fund — The streets and transportation fund accounts for
the construction of roadway improvements.

Municipal Facilities Capital Projects Fund — The municipal facilities fund accounts for the acquisition
and construction of municipal facilities such as municipal buildings, libraries and fire stations.

Parks, Open Space and Recreation Capital Projects Fund — The parks, open space and recreation
fund accounts for the acquisition and construction of parks and recreation facilities.

Proprietary Funds

Proprietary funds are used to account for Gilbert's ongoing activities which are similar to those found in the
private sector and where cost recovery and the determination of net income is useful or necessary for
sound fiscal management. The measurement focus is based upon determination of net income, changes
in net assets, financial position and cash flows.

Gilbert reports the following major proprietary funds:

Water Fund — The water fund accounts for the revenues and expenses from the operation and
maintenance of the domestic water system.

Wastewater Fund — The wastewater fund accounts for the revenues and expenses from the operation of
the sanitary wastewater collection and treatment and reclaimed water distribution system.

Solid Waste Fund — The solid waste fund accounts for the revenues and expenses of operating the solid
waste collection system.

Irrigation Fund — The irrigation fund accounts for the revenues and expenses of providing irrigation
water services in the original town site area.

Additionally, Gilbert reports the following fund types:

Internal Service Funds — The internal service funds account for operations that provide services to
other departments on a cost-reimbursement basis. These services include maintenance of Gilbert's
motorized equipment, operation of centrally located copiers and self-insurance for employee benefit
programs.

Pension Trust Fund - The pension trust fund accounts for assets held by the government in a trustee
capacity. The fund includes the assets and pension payments to retired volunteer firefighters and
Survivors.

Agency Funds — The agency funds are used to account for assets held by the government as an agent
for individuals, private organizations, other governments and/or other funds. Gilbert currently maintains
agency funds to account for: monies collected from employees to pay medical and dependent care
claims; and monies received from citizens that are distributed to non-profit agencies assisting Gilbert low-
income residents.
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TOWN OF GILBERT, ARIZONA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2010

F. Budgetary Data

In January of each year, the Manager's Office prepares a revenue estimate based upon state shared
revenue forecasts, historic trends, economic indicators, anticipated growth, and year-to-date revenue
performance to develop guidelines for departments to follow in preparing budget requests. The Council is
briefed on this information and asked to approve boundaries and priorities for consideration in the
preparation of departmental requests.

In February, department directors develop operating budget requests for their departments and submit
them to the Manager for review and hearing. Estimates for trust and agency, debt service, maintenance
improvement districts, capital proj